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• Introduction

• Complexity of local 
government

• Constant competition for 
municipal budget dollars

• Government by the people

• Need for a team 
management approach
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Major Elements of Municipal
Finance 1

• What are the important 
elements of municipal 
finance?

• What are the major 
revenue sources and 
major expenditures for 
local governments?

• What is GASB 34 and why
is it important to 
governmental accounting?

Town officials can get help 
determining the adequacy
of their community’s current 
financial management by 
calling the Division of Local 
Services Municipal Data 
Management/Technical 
Assistance Bureau 
(MDM/TAB).
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DOR has written a hand-
book entitled Developing
a Capital Improvement
Program. The handbook
describes the steps neces-
sary for a good capital plan-
ning process and provides 
sample forms.

For more information on
State House notes, call the 
Debt Management Section 
of DOR’s Division of Local 
Services.
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Valuable data are available 
from the DLS Municipal
Data Bank in both electronic 
format and hard copy.
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DOR has a Municipal
Calendar available to 
highlight key reporting 
deadlines.
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DOR’s Municipal Data Bank 
has historical data on state-
wide revenue and expendi-
ture trends and can provide 
data comparing a given 
community with either 
neighboring or similar 
communities.

All Other
Other Expenditures 0.22%

Intergovernmental
General
Government

Revenue and Expenditure
Components: Typical 
Massachusetts State 
Totals

State Aid

Local Receipts
18.44%

4.39%

Tax Levy

Debt Service
7.27%

Culture &
Recreation

2.08%
Human

Services
1.56%

Fixed Costs
12.42%

3.01% 4.96% Police
7.68%

Fire
5.59%

Other Public
Safety
1.24%

24.56% 52.61% Public Works
5.94%

Revenue Components Figure 2

Education
48.03%

Expenditure Components Figure 3
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State/Local Fiscal Relations 2
• What is the legal 

foundation of municipal 
finance?

• What is Proposition 21
2?

• What is free cash?

• What is the Cherry Sheet?

• What are the major Cherry
Sheet accounts?

• Why is the Tax Rate 
Recapitulation Sheet so 
important?

• What is the pension 
reserve fund and what is 
its purpose?

• What is the maximum 
amount of revenue towns 
can realize from fees, 
licenses and permits?

• What is a stabilization 
fund and how can it be 
spent?
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For detailed information 
regarding Proposition 21

2

see DLS’ Levy Limits: A
Primer On Proposition 21

2.
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A Cherry Sheet Manual is
available from DOR’s
Division of Local Services. 
Cherry Sheet data is avail-
able on the DLS website at 
www.mass.gov/dls.
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DOR’s Enterprise Fund
Guidelines under Ch. 44 Sec.
53F1

2 is available from the
Division of Local Services.

DOR’s Costing Municipal
Services Workbook can help 
your town accurately deter-
mine the cost of its munici-
pal services.





Role of Selectmen 3
• What are the basic roles 

and responsibilities of the 
board of selectmen?

• What are the key ingre-
dients for success as a
selectman?

• What role should the 
selectmen play in the 
budget process?

• What is the role of the 
selectmen in a Proposi-
tion 21

2 referendum?

• Why should municipal 
audits be so important to 
selectmen?

• What opportunities exist 
for the selectmen and the 
finance committee to work 
jointly?
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Election vs. Appointment
of Financial Officers 4

• Why are some finance 
officers elected and
others appointed?





Role of the Finance Committee 5
• What are the basic roles 

and responsibilities of the 
finance committee?

• What role does the finance 
committee play in the 
budget process?

• How can the finance com-
mittee prepare a budget 
when revenue and
expenditure estimates
are always changing?

• Under what circumstances 
should the finance com-
mittee use the reserve 
fund?
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Role of Assessors 6
• What are the basic roles 

and responsibilities of the 
assessors?

• Why is the assessing 
function so important to 
the overall financial 
management of the town?

• What are the ingredients 
for successful assessing?

• What is involved in the 
revaluation of property?

• What is new growth and
how does it affect the levy 
limit? When should new 
growth estimates be 
available?

• When should a board of 
assessors seek and utilize 
professional assistance?

• What is computer assisted 
mass appraisal or CAMA?

• What is a classified tax 
rate? What are the resi-
dential exemption, open 
space discount and small 
commercial exemptions? 
Who makes classification 
decisions?

• What is overlay surplus 
and how can these funds 
be spent?
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Guidelines for establishing 
new growth figures are 
provided by the Department 
of Revenue in an annually 
updated Informational 
Guideline Release.
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Role of the Treasurer 7
• What are the basic roles 

and responsibilities of
a municipal treasurer?

• What is a cash flow 
budget?

• What are the key 
ingredients to being a
successful treasurer?

• Why do some towns 
combine the positions of 
collector and treasurer?
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Role of Collector of Taxes/
Town Collector 8

• What are the basic roles 
and responsibilities of the 
collector of taxes/town 
collector?

• What is tax title and why 
is it used? What other 
collection mechanisms 
does a town have at its 
disposal for property 
taxes, motor vehicle 
excise and user fees?

• What are the key ingredi-
ents to becoming a suc-
cessful collector of taxes 
or town collector?
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Role of the Town Accountant
(Town Auditor) 9

• What are the basic roles 
and responsibilities of the 
town accountant (town 
auditor)?

• What is the UMAS 
accounting system? What 
can it do for a small town?

• What are the key ingredi-
ents to becoming a suc-
cessful town accountant?

• What is the purpose of a
financial audit and how 
often should it be per-
formed for the town?
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Role of Department Heads 10
• What are the principal 

roles of department heads 
in municipal finance?

• What are the key financial 
management ingredients 
to becoming a successful 
department head?

• What is the special role 
of the school department 
in municipal finance? 
How has the school 
department’s role
in municipal finance 
changed as a result of 
the Education Reform 
Act of 1993?

• How has the Education 
Reform Act of 1993 
affected the way regional 
schools assess their 
members?

• What are the statutory
duties and responsibilities 
of local and school officials 
with legal responsibilities 
for fiscal control and 
oversight of the school 
budget?
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Statutory References:

• School Committee: MGL 
Ch.71 Sec. 34,37 & 41, 
Ch.150E Sec.1, and Ch.41
Sec.41 & 56

• School Superintendent: 
MGL Ch.71 Sec.34, 37,
42 & 59B

• School Business Manger: 
MGL Ch.71 Sec.38G & 41

• School Principal: MGL 
Ch.71 Sec.48 and 59B

• Legislative Body: MGL 
Ch.40 Sec.5 and Ch.71
Sec.34

• Chief Executive Officer: 
MGL Ch.44 Sec.32, Ch.41
Sec.52, Ch.150E Sec.1 
and Ch.43 Sec.29

• Accounting Officer: MGL 
CH.41 Sec.3, 17, 50, 52,
55, 56, 57, 58, 59 and 60; 
Ch.44 Sec.31, 31A & 53A; 
and Ch.39. Sec.1

• Treasurer: MGL Ch.41
Sec.35, 41, 52, & 56 and
Ch.44 Sec.53 & 53A

• Criminal Liabilities: MGL 
Ch.44 Sec.62



Figure 1

School Department Expenditure Process
Process Alternate process Input Document

Superintendent 
develops 

spending plan 
based upon

town-meeting or 
council-approved 

budget

Authorize 
service 

operation

Incur vendor
& payroll 
expenses

Post 
encumbrances
& expenses 
on computer

School committee reviews large 
purchase orders before 
expenditures are incurred

Revenue &
expenditure 

reports

Administrators 
review

expense NO
& bills to

determine if 
they are 

satisfactory

Bills for 
incomplete 
services or 

deliveries are 
held until they 
are received &

satisfactory

encumbrances &
expenditures, the 
fiscal year spending 
plan is revised as

YES YES

necessary to remain

review 
reports

Submit payroll

committee 
member for 
approval &
signature

Submit bills to

approval &
signatures of

a majority

Submit reports 
to committee 
for review &
discussion

School reports 
are reconciled 

with accountant’s
reports

Submit signed payroll &
bills to accountant

Satisfactory bills 
are placed on the

warrant to
be approved by

selectmen

Return 
questionable bills 
and expenditures 

in excess of

school department 
for clarification

Accountant and 
school department 

compile actual 
expenditures

to produce the 
year-end reports 
to DOR & DOE





Role of Town Meeting 11
• What are the basic roles 

and responsibilities of 
town meeting relative
to municipal finance?

• What are the powers and
responsibilities of town 
meeting in connection 
with Proposition 21

2

referenda?

• What can be done to make 
town meeting as effective 
as possible?

• Can town meeting appro-
priate money in a special 
article in excess of the 
amount stated in the 
article?
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Information and References 12
• Where can additional 

information and assist-
ance be obtained?

• Organizations

• Publications
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